I.
Introduction: The CSR dilemma in China
As multinational companies (MNCs) expand their global foray, the idea of Corporate Social Responsibility (CSR) is flourishing across their global supply chain, in part due to pressure from their customers. At the end of the last century, CSR was already an important issue for all companies, including companies in China.
Although Chinese interest in CSR is a relatively recent phenomenon, the notion of CSR resulted in a nationwide debate.
CSR obviously has different implications in the context of China, especially during the process of economic transition that was initiated in December 1978 when China decided to begin its reform and opening-up policy at the Third Plenary Session of the 11th
Central Committee of the Communist Party. As a result, there have been dramatic changes in China over the past three decades, both in terms of the external economic situation and the internal management of enterprises. This constitutes the specific background to CSR in China.
The 1978 economic reforms first sought to revitalize the state sector. At that time state-owned enterprises (SOEs) accounted for Author 8 77.6 percent of gross industrial output and 85 percent of national revenue (Yang and Qu, 2008) . But poor efficiency in the state sector crippled the growth of the national economy. From 1997 to 2001 the number of SOEs was cut by 33.6 percent. Even among the surviving enterprises, half were still operating at a loss. The average ROI of the SOEs was a meagre 3.3 percent, that is, below the interest rate (Han and Zhang, 2003) .
To remedy this, parallel to its orthodox public ownership, China began to consider pilot programs of diverse types of ownership.
Township and village enterprises, or TVEs, were the first new type of ownership to appear. Their number soared 15-fold from 1978 to 1996 (Zou, 2000) . It should be remembered that the TVEs emerged not because they were desired by Beijing, but because by nature they represented a compromise between the face value of collective ownership and the competence of the private sector. At the time, no one anticipated that their rise would ultimately contribute to the collapse of the state firms.
In 1993 China entered its third phase of reforms to revitalize the SOEs. A priority was to free the SOEs of the social burdens of companies in socialist countries that represented a main stumbling block to their efficiency and finally led to their failure.
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When the CSR movement first made its debut in China, many
Chinese enterprises were still feeling the effects of the SOE reforms. It was generally believed that due to their social obligations, the SOEs had to incur extra costs, eventually resulting in huge losses. Many Chinese companies were reluctant to play any social role, for fear of a replay of the earlier history. It was not expected that China was destined to be one of the top CSR global advocates.
After three decades of reform and opening, China has established a socialist market economy with considerable success.
But this has come with a price. As the undeniable workshop of the world, in tandem with its economic takeoff China became mired in "environmental destruction and excessive consumption of resources." The China Economic Research Institute for Territorial
Resources estimates that 24 out of the 45 types of minerals found in China will be depleted by 2010, and only six types will remain in supply by 2020 (Sun and Wang, 2005) . The World Bank has warned that 16 out of top 20 polluted cities in the world are in China (Bird, 2006) . The past thirty years also saw a widening of the income gap, with the Gini coefficient reaching a dangerous level of 0.45 (Deng, 2008) . The promotion of CSR in China will both buffer these pressures and sustain the economic growth.
But CSR also created a dilemma. In hindsight, the state firms feared any social burdens, but looking ahead companies had to become more involved with CSR. The situation at China Petroleum Global industrialization since the 1920s has contributed to many of our concerns today, from the income gap to labour disputes, from consumer and occupational hazards, and from environmental deterioration to resource depletion, to name but a few. All these concerns can be attributed to the continuous expansion of capital and the profit-seeking nature of enterprises. As a result, the role of enterprises in the development of society became a major topic of study.
In 1923 Oliver Sheldon of the United States put forward the concept of "corporate social responsibility". He held that shareholder profits are not an exclusive justification for the existence of a company. Apart from shareholder interests, companies need also to maximize their social gains, including benefits for their employees, consumers, the environment, disadvantaged members of the community, and the society at large (Sheldon, 1923) . In 1984 Freeman went a step further to introduce the concept of stakeholder. He defined stakeholder as "any group or individual who can affect or is affected by the achievement of the organization's objectives" (Freeman, 1984, p.46 (Blair, 1995; 1996; 1998 (Porter and Kramer, 1999; 2002) . Porter and Kramer (2006) suggested that when CSR is integrated into corporate strategy, it can be "much more than a cost" and also "a source of competitive advantage", yielding Historically, the SOEs have been extremely slow to adjust to change. This is also the case with respect to ridding themselves of their social functions. In 2005 they were still operating more than 11,000 primary and high schools and at least 6,100 hospitals.
Despite low profits, state firms were spending about 45.6 billion yuan (equivalent to about USD5.49 billion) annually on social services, irrelevant of their portfolios (Zhao, 2005) .
Under the planned economy, these efforts compensated for a lack of supplies and benefited staff morale. But under free market competition they became too costly to maintain. This explains the overwhelming resentment to CSR in the state sector as China began revamping the social functions of its SOEs in the 1990s. 
What makes the difference?
Both SOEs and TVEs attempted to serve social functions.
However, the TVEs were more successful than the SOEs. What accounts for this difference and why? Second, given their role in the provision of welfare, the SOEs had no choice but to assume their social roles to the extent that they were unable to compete in the free market. Under the planned economy, the SOEs functioned not as a legal person but as an administrative arm of the government. As an all-purpose unit of the society, the SOEs had to comply with this mandate since their employees and families expected the provision of social services regardless of the costs.
In contrast, the TVEs voluntarily took part in local development.
They were business-savvy and free to invest as they wished. Over time, their efforts became both rewarding and sustainable. Not only did TVE efforts supplement the social welfare system, the provision of public goods also facilitated their own growth. They were free to invest as they liked to safeguard their own efficiency and sustainability.
The third difference between the two was the beneficiary. The social efforts of the SOEs only benefitted their staff and families.
Under the planned economy the redistribution of wealth was not achieved by way of social welfare or a social security system but in In contrast, the stakeholders of the TVEs, which were independent economic entities, were clearly identified. The distinct 
IV. CSR strategy options for multinationals in China
During the period of economic transition in China, on the one hand the majority of enterprises are expected to be released from their social functions and to decrease their social expenses.. On the other, the rise of the CSR movement requires that enterprises integrate their social responsibilities into corporate governance and internalize social costs arising from externalities. Although for many local firms both needs are compelling, they are also contradictory.
The past bitter lessons suggest that CSR is nothing more than old wine in a new bottle. The perceived costs and burdens related to CSR results in many SOEs being adverse to any CSR initiatives. But this does not mean that CSR standards are inherently low in China. For the same reason, to some extent the Chinese public may tolerate the local firms' lukewarm take on CSR, but may not sympathize with the MNCs if they tend to copy and dodge their social responsibilities. It is dangerous for MNCs to take it for granted that they can safely follow the negative precedents of some Chinese companies and "race to the bottom" in terms of CSR.
The Chinese public expects that MNCs will provide more CSR.
One reason for this is that after the economic transition, the SOEs left a huge CSR gap that had to be filled and it was appropriate that the MNCs take on this role since they are recognized as leaders in The study of the TVEs' successful management of their social efforts reveals that the key to the success of any CSR initiative is to refrain from distracting from the fundamental economic roles of the enterprise. CSR initiatives constitute part of any corporate strategy; therefore social projects should be developed into long-standing, self-containing social ventures. As independent economic entities,
MNCs are free to choose whatever social projects in which they are interested so that their CSR strategies stand a better chance of success. But before the strategies can be considered successful, the MNCs need to tailor their CSR strategies to the needs of China.
A cross-border CSR strategy without due respect for the contextual factors will be largely discounted on both financial and social terms.
That is especially true in China as people's memories are still vivid about how the ill-fated SOEs provided social services and functions.
A more recent example is the result of an online poll two weeks PepsiCo, together with two other multinationals, won an annual award for being "the most socially responsible multinational in China". In the same year it was named "the most China-loving multinational" and given the "outstanding CSR contribution award".
Apart from all these honors, Pepsi has now emerged as the leading potato-chip producer in China. Strategic CSR tailored to the local situation is the main pillar of its success.
V. Conclusions
Global endorsement of CSR requires that companies do well by doing good. The concept of stakeholders requires that all parties with a stake in the company need to be rewarded for its growth. As two sides of a coin, to do well and to do good are complementary instead of contradictory. Keeping the two in harmony creates a winwin situation for the long-run survival of the company and prosperity 
